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Dear Mr. Caton:

On Wednesday, May 1, 1996, Thomas Krattenmaker, David Gross, and I, on behalf of
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referenced proceeding.
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202-293-4960 should you have any questions or require additional information

concerning this matter.
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Kathleen Q. Abernathy
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Important Federal Interests Require the FCC to Assert its Jurisdiction

The Budget Act demonstrates Congressional intent to shift responsibility to the FCC for the
development of a seamless, national CMRS network and this remains unchanged by the 1996 Act.

* Interconnection is a critical component of the development of this CMRS network and LECs have
every incentive to charge interconnection rates that will have entry-inhibiting effects.

e All of the evidence developed so far in CC Docket 95-185 demonstrates that CMRS
providers are paying excessive rates, sometimes as high as a thousand percent above LEC
incremental costs.

» Legislative history underlying adoption of Section 332(c)(1)(B) supports conclusion that the
FCC -- not the states -- was assigned authority to oversee matters related to LEC-CMRS
. interconnection.

e According to H.R. Rep. No. 103-111, Section 332(c)(1)(B) was added because
“interconnection serves to enhance competition and advance a seamless national network.”
(emphasis added)




CMRS Technology Requires FCC Preemption

» Preemption of state regulatory authority is warranted where interstate and intrastate components
are inseverable (Louisiana Public Serv. Comm’n v. FCC).

e Record reflects there are a number of instances where CMRS and LEC networks do not have the
technical capability to distinguish between interstate and intrastate calls.

¢ Significant problem in multi-state markets served by a single MTSO -- can not ascertain
whether calls are interstate or intrastate.

o The number of multi-state CMRS systems served by a single MTSO will soon increase with
the deployment of PCS systems designed to accommodate maulti-state MTSOs.

¢ The inseverability doctrine applies where it would be impractical, and grossly inefficient, to
construct redundant MTSOs in each state simply as means to distinguish between interstate and
intrastate calls.



Budget Act of 1993

e Congress took action to place primary regulatory authority over CMRS interconnection in the
hands of the FCC with specific preemption provisions set forth in section 332(c)(1)(B) and the
amendment to Section 2(b).

e Section 332(c)(1)(B) provides the FCC with authority to order interconnection requested by
any CMRS provider and empowers the Commission to rely on Section 201.

e Section 201, in turn, requires carriers such as LECs to furnish interconnection to other
carriers upon reasonable request and at just and reasonable rates.

e The second sentence of Section 332(c)(1)(B) confirms that the Commission’s authority
under Section 201 is unchanged by the Budget Act except where the Commission is
responding to interconnection requests by CMRS providers; the expanded jurisdiction
relates only to CMRS interconnection issues and does not affect non-CMRS
telecommunications services.



Budget Act of 1993 (Cont’d)

¢ Budget Act revision to Section 2(b) covers all aspects of Section 332, not just Section 332(c)(3).

e “Notwithstanding Sections 2(b) and 221(b)” language in Section 332(c)(3) must mean that
Section 2(b)’s exclusion for all of Section 332 covers more than 332(c)(3), including LEC-
CMRS interconnection.

e Section 332(c)(3)(A) preempts state rate and entry authority and is relevant because it provides
for FCC preemption since high LEC-CMRS interconnection rates serve to inhibit entry.



The Telecommunications Act of 1996

A. 1993 Budget Act Authority is Undisturbed

Question before FCC is whether the passage of the 1996 Act limits the FCC’s jurisdictional
authority to adopt remedial interim policies for LEC-CMRS interconnection.

Congress legislated with respect to states’ options but not with respect to jurisdiction.

Left undisturbed the Commission’s exclusive authority over matters related to interstate and
intrastate LEC-CMRS interconnection.

If Congress had wanted to rescind the Budget Act provisions dealing with CMRS interconnection
it would have explicitly done so in the 1996 Act.



The Telecommunications Act of 1996 (Cont’d)

B. Complimentary Authority Granted by 1996 Act

e NPRM in CC Docket 96-98 demonstrates FCC has authority to adopt interim relief under
Sections 251 and 252.

e FCC has tentatively concluded that Section 251(d) establishes authority to adopt pricing

rules to ensure that interconnection rates are just, reasonable and nondiscriminatory. (See,
e.g., paras. 36, 117, 119, 134)

¢ Commission also noted that rate ceilings may be appropriate approach to prevent LECs from

extracting monopoly rents, and encourage entry and to promote competition. (See, e.g.,
para. 119)

¢ FCC is not questioning its authority to adopt nationwide pricing rules; instead asking whether it is
appropriate to do so.



The Telecommunications Act of 1996 (Cont’d)

e FCC also tentatively concluded that some form of LRIC-based methodology should be adopted

for interconnection rates but believes rate ceilings may be simpler and speedier to implement.
(See, e.g., paras. 123-125, 132)

e Since FCC is empowered to adopt pricing rules under Sections 251 and 252, it could impose bill
and keep on an interim basis, or some other rate ceiling based on the record already developed.

e Some kind of “true-up” mechanism could also be incorporated to prevent any unjust
enrichment.

¢ This creates environment that provides incentive for LECs to cooperate with CMRS
providers as the FCC works to reach a final decision in Docket 96-98.



Communications Act of 1934, as amended

Title I - General Provisions

Section 2 [47 USC Section 152]. Application of Act

(b) Except as provided in Sections 223 through 227, inclusive. and Secrion 332 and
subject to the provisions of Section 301 and Title VI, nothing in this Act shail be construed to
apply or to give the Commission jurisdiction with respect to (1) charges, classifications,
practices, services, facilities, or regulations for or in connection with intrastale communication
service by wire or radio of any carrier, or (2) any carrier engaged in interstate or foreign
communication solely through physical connection with the facilities of another carrier ot
directly or indirectly controlling or conuoiled by, or under direct or indirect common control with
such carrier, or (3) any carrier engaged in interstate or foreign communication solely through
connection by radio, or by wire and radio, with facilities, located in an adjoining State or in
Canada or Mexico (where they adjoin the State in which the carrier is doing business), or another
carrier not directly or indirectly controlling or controlled by, or under direct or indirect common
control with such carrier, or (4) any carrier to which clause (2} or clause (3) wouid be appiicable
except for furnishing interstate mobile radio communication service or radio communication
service [o mobile stattons on land vehicles in Canada or Mexico; except that Sections 201
through 205 of this Act, both inclusive, shall, except as otherwise provided therein, apply 10
carriers described in clauses (2), (3) and (4}.

Section 3 [47 USC Section 153]. Definitions

(26) Local exchange carrier.--The term "local exchange carrier” means any person that
is engaged in the provision of telephone exchange service or exchange access. Such term does
not include a person insofar as such person is engaged in the provision of a commercial mobile
service under Section 332(c), except to the extent that the Commission finds that such service
should be inciuded in the definition of such term.

(Z7) Muobile service.--The termm "mobile service' means a radio communication service
carried on between mobile stations or receivers and land stations, and by mobile stations
comununicating among themselves, and includes (A) both one-way and two-way radio
communication services, (B) a mobile service which provides a reguiarly interacting group of
base, mobile, portable. and associated control and relay stations (whether licensed on an
individual, cooperative, or multiple basis) for privare one-way or two-way land mobile radio
communications by eligible users over designated areas of operation, and (C) any service for
which a license is required in 2 personal communications service established pursuant to the
proceeding entitled "Amendment to the Commission's Rules to Establish New Personai
Communications Services" (GEN Docket No. 90-314; ET Docket No. 92-100), or any successor
proceeding.

Title If - Common Carriers
Part I - Common Carrier Reguiation

Section 201 [47 USC Section 201)]. Service and Charges

(a) It shall be the duty of every common carrier engaged in interstate or foreign
communication by wire or radio to furnish such communication service upon reasonable request
therefor; and. in accordance with the orders of the Commission. in cases where the Comumission,
after oppormunity for hearing, finds such aciion necessary or desirable in the public interest, to
establish physical connections with other carriers, to establish through routes and charges
applicable thereto and the divisions of such charges, and to establish and provide facilities and
regulations for operating such through routes.

{b) All charges. practices, classifications, and reguiations for and in connection with such
communication service, shail be just and reasonable and any such charge, practice, classification.
or regulation that is unjust or unreasonable is hereby declared to be unlawful: Provided, that
communications by wire or radio subject to this Act may be classified into day, night, repeated.
unrepeated, letter, commercial, press. government, and such other classes as the Commission
may decide to be just and reasonable, and different charges may be made for the different classes
of communications: Pravided further, that nothing in this Act or in any other provision of law
shall be construed to prevent a common carrier subject to this Act from entering into or operating
under any contract with any common carrier not subject to this Act, for the exchange of their
services, if the Commission is of the opinion that such contract is not contrary to the public
interest: Provided further, that nothing in this Act or in any other provision of law shail prevent a
common carrier subject to this Act from furnishing reports of positions of ships at sea to
newspapers of general circulation, either at a nominal charge or without charge, provided the
name of such common carrier is displayed along with such ship position reports. The
Commission may prescribe such rules and regulations as may be necessary in the public interest
to carry out the provisions of this Act.



Part 1 - Development of Competitive Markets

Section 251 [47 USC Section 251]. Interconnection

(a) General Duty of Telecommunications Carriers.—-Each telecommunicauons carmer has

the duty--

(1) to interconnect directly ot indirectly with the facilities and equipment of other

telecommunications carriers; and

(2} not to instali network fearures. functions. or capabilities that do not comply

with the guidelines and slandards established pursuant to Section 255 ar 256.

ib) Obligations of All Local Exchange Carriers.--Each iocal exchange carmier has the

following dutigs:

1) Resale.~The duty not 1o prohibit. and not twv impose unreasenable or

Jiscriminatory congitions or limitalions on. the resale of its teleccommunications services.

2y Number portability.--The duty to provide. o the extent technicaily feasible.

number portability in accordance with requirements prescribed by the Commussion.

i3) Dialing paruy.--The duty 10 provide dialing parity to competing providers of
telephone exchange service and telephone toll service, und the duty to permit ail such providers
to have nondiscrnimunatory access 1o telephone numbers, operalor services. directory assistance.

ang directory listng, with no unreasonable dialing delays

14) Access 10 rights-of-way.--The duty to arford access to the poles. ducts.
vonduits. and rights-of-way ol such camier ta compering providers of telecommunications

~Ervices on rates. terms, and conditions that are consistent with Section 224,

(5) Reciprocal compensation.--The duty to estabiish reciprocal compensaton

wTangements for the ransport and terminacon of relecommunicanons.

ic} Additional Obligaticns of Incumbent Locai Exchange Carmiers.--In addition to the
duties contained in subsection (b}, each incumbent local exchange camer has the following

duties:

(1) Duty to negotiate.—The duty (o negotiate in good faith 1n accordance with
Section 252 the particular terms and conditions of agreements to fulfill the duties described in

paragraphs (1) through {5) of subsection (b) and this subsection. The requesting

ielecommunications carmer also has the duty 1o negotate in good faith the terms and conditions

of such agreements.

{2) Interconnection.--The duty to provide. for the facilities and equipment of any
requesling telecommunications carrier, interconnection with the local exchange camer’s

network--

(A) for the transmission and routing of telephone exchange service and

exchange access;

(B} at any technically feasibie point within the carrier's network:

(C) that is art least equal in quality to that provided by the local exchange
carrier to itself or to any subsidiary, affiliate, or any other party 10 which the camer provides

interconnection; and

(D) on rates, terms. and conditions that ane just, reasonable. and

nondiscriminatory, in accordance with the terms and conditions of the agreement and the

requirements of this section and Section 252.

(3) Unbundied access.—The duty to provide. lo any requesting

telecommunications camer for the provision of a telecommunications service, nondiscriminatory
aceess to network elements on an unbundled basis at any technically feasible point on rates.
terms. and conditions 1hat are just. reascnable, and nondiscnminatory in accordance with the
terms and conditions of the agreemnent and the requirements of this secuon and Section 252. An
incumbent local exchange carmier shatl provide such unbundied neiwork eiements in a manner

that allows requesnng carriers to combine such elements in order to previde such
lelecommunications service.

4) Resale.—The duty--

(A) to offer for resale at wholesale rates any telecommunicati
that the carner provides at retail to subscribers who are not telecommunications carri

(B} not to prohibit. and not to impose unreasonable or discrim
conditions or limitations on, the resale of such telecommunications service. except th
commission may. consistent with regulations prescribed by the Commission under th
prohibit a reseller that abtains at wholesale rates a telecommunications service that is
retai] only to a category of subscnibers from otfering such service to a different categn
subscribers.

{5} Notice of changes.--The dury to provide reasonable public notice «
in the information necessary for the transmission and routing of services using that o
exchange carrier's facilities or networks, as weil as of any other changes that wouid a
interoperability of those faciiities and netwarks.

(6) Collocation.--The duty 1o provide, on rates. terms, and conditions
reasonable. and nondiscriminatory, for physical collocation of equipment necessary fi
interconnection or access 1o unbundled network elements at the premises of the local
carrier. except that the carner mav provide for virtuai collocation if the local exchang
demonstrates to the State commission that physical collocation is not  practicat for te
reasons or because of space limitations.

(d) Implementation.--

(1) In general.--Within & months after the date of enactment of the
Telecommunications Act of 1996, the Commission shall compiste all actions necessa
establish reguiatuons o implement the reguirements of this section.

(2} Access standards.--In determining what petwork elements should |
available for purposes of subsection (c}(3), the Commission shail consider, at a minin
whether--

(A) access 10 such network clements as are proprietary in natui
necessary; and
(B) the failure o provide access io such network elements wou

the: ability of the 1elecommunications carrier seeking access to provide the services th
to offer.

(3) Preservation of state access regulations.--In prescribing and enforc
regulations 10 impiement the requarements of this section, the Commission shall not p
enforcement of any regulation. order, or policy of a State commission that—

(A) establisbes access and interconnection abligations of local
carmers;
(B) is consistent with the requirements of this section; and

(C) does not substantially prevent implementation of the requit
this section and the purposes of this part.

{e) Numbenng Administration.—- % & %
(f) Exemptions. Suspensions, and Modifications.-- 4w &

(g) Continued Enforcement of Exchange Access and interconnection Requires
and after the date of enactment of the Telecommunicanons Act of 1996. each local ex
camier. (o the extent that it provides wireline services, shail provide exchange access, |
access. and exchange services tor such access to interexchange carriers and informazio
providers in accordance with the same equal access and nondiscriminatory interconnet
restricuons and obligations tinciuding receipt of compensation) that apply to such carr
date immediately preceding the date of enactment of the Telecommunications Act of 1
any court order, consent decree, or regulation. order. or policy of the Commussion, unt
restrictions and obligations arc explicitly superseded by reguiations prescribed by the
Commission after such date of enactment. During the period beginning on such date ¢
enactment and until such restrictions and obligations are so superseded. such restrictio
obligations shall be enforceable in the same manner as regulations of the Commission.

(h} Definition of Incumbent Locai Exchange Carrier.-- w4 &

(i) Savings Provision.--Nothing in this section shall be ¢
10 limit or otherwise affect the Commission’s authority under Section 201.



Part 11 - Development of Competitive Markets 3) Whoiesale prices for telecommunications services.--For the purp

Section 251(c)(4), a Stale comumission shall determine wholesale rates on the basis ¢

Section 252 [47 USC Section 252]. Procedures For Negotiation. Arbitration, A charged to subscribers for the lelecommunications service requested, excluding the

of Agreements % and Approvat thereot atinbutabie to any marketing, billing, collection. and other costs that will be
the {ocal exchange carmer.

1a) Agreements Arrived at Through Negonation.-- :
ie) Approval by State Commassion.--

i1} Voluntary negotiations.--Upon receiving a request for interconnection,
services, or network elements pursuant to Section 251, an incumbent iocal exchange carrier may
negoliate and enter into a binding agreement with the requestng 1elécommunications ¢amier or
carriers without regard 10 the standards set forth in subsections (b and (c) of Section 251. The
agreement shall include a detailed schedule of itemized charges for interconnection and each

i1} Approval required.--Any inlerconnection agreement adopted by n
acbtration shall be subetted for approval to the State commission. A State commis
which an agreement is submitted shall approve or reject the agreement, with written
10 any deficicncies.

service or network element 1acluded in the agreement. The agreement. including any (2) Grounds for rejection.--The State commission may only reject--
IDEMCONNELION agreement negotiated before the date of enactment of the Telecommunications
Act of 1996, shall be submutied to the State commission under subsecton (e} of this section. {A) an agreement (or any portian thereof) adopted by negotiat

. . } subsection (a1 if it finds that--
12} Mediation.--Any pary negolialing an agreement under [his section may, at

any point in mc_ ;m:gﬂtlation. ask a State commussion (o parncipate n the negouation and to (i) the agreement (or portion thereof) discriminates ag;
mediate any ditferences ansing in the course of the negonauon. eiecommunications carmier notL 2 pany 1o the agreement; or
ib) Agreements Amrived at Through Compuisory Arbitranon.-- (ii) the impiementation of such agreement o portion is

o -onsistent with the public interest, convenience. and necessity; or
(1} arbitration.--During the period from the 135th to the 160th day (inclusive)

after the date on which an incumbent local exchange carier receives a request for negotiation ~_ (B) an agreement (or any poniion thereof) adopied by arbitratio
under this section. the carmer or any other party to the negotiation may petition a State >ubsection b} if it finds that the agreement does not meet the requirements of Section
COTRMUSSION tO artitrale any open 1ssues, including the regulations prescribed by the Commission pursuant to Section 251, or th

set forth in subsection {d) of this section.
121 Duty of petitoner, --
(3) Preservation of authority -~Notwithstanding paragraph (2}, but subi
{A) A party that petitions a Slate commission under paragraph ( 1) shall. at Section 253. nothing in this section shall protubit a State commission from establishin
the same ume as i1 submus the petition. provide the Stale commission all reievant documentation enforcing other requirements of State law in its review of an agreement, including reqi
CONCErmng-- compliance with intrastate telecommunications service quality standards or requireme

«1} the unresglved issues; {4) Schedule for decision.—-If the State commission does not ac? 10 app
reject the agreement within 90 days after submission by the parties of an agreement ad

11} The position of each of the partics with respect to those issues: negotiation under subsection (a), or wirhin 30 days aftcr submission by the partes of a

uad agresment adopted by arbitration under subsection (b), the agreement shail be deemed
tiit} any ather issue discussed and resolved by the partics, o State court shall have junsdiction w0 review the action of a State commission in ap)
rejecting an agreement under this section.
{B) A party petitioning a State commussion under paragraph (1) shall . . .
provide a copy of the petstion and any documentation to the other party or parues not later than i5) Commission 10 act if state will not act.--If a State commussion fails
the duy on whuch the State commussion receives the peution. carry out its responsibility under this section i any proceeding or other matter under t

then the Commussion shall issue an order preempting the State commission's jurisdicti

+3) Opportunity 10 respond.—-A non-peutioning party to & negotiation under this  proceeding or matter within 90 days after being noufied (or taking notice) of such fziiv

secliof may respand to the orther parmy’s petation and provide such additionai information as jt shall assume the responsibility of the Stare commission under this section with respect
wishes within 25 days atter the State commission receives the petition. proceeding or marter and act for the State commission.

4 Action by statc co ssion.- i) Review of state commnission aciions.--In a case in which 2 State fail

{A) The State commission shall limit its consideration of any petition ~ deseribed in paragraph (5). the proceeding by the Commission under such paragraph ai
under paragraph () (and any rasponse thereto) (o the issues set forth in the petition and in the  Judicial review of the Commission's actions shall be the exciusive remedies for a State

response, if any, tiled under paragraph (3). comemission's failure to act. In any case in which a State commission makes a dm;:m:
under this section, any party aggrieved by such determination may bring an action in ar
(B) The State commission may require the pelitioning party and the appropriaie Federal district court to determune whether the agreement or statement mee

responding pary 1o provide such information as may be necessary for the Siae commission 1o requrements of Section 251 and this secton.

reach a decision on the unresolved issues. [f any party refuses or fails unreasonably to respond .

on a timely basis to any reasonable request from the State commussion, then the State f) Statements of Generally Available Terms.—

commissicn may proceed on the basis of the best information available 1o 1t from whatever i1) In generai.--A Bell operating company may prepare and file with a !

derrved. commission a statement of the terms and conditions that such company genenily offen
() The State commisston shail resolve each issue set forth in the petition that Stale 1o compiy with the rcquin;mems of Section 251 and the reguiations thereund
and the Tesponse. if any, by imposing appropriaie conditions as required Lo impierment subsection S12ndards applicable under this section.

{c) upon the parties to the agreemem, and sl‘mll conclude the resolution of any unresolved issues (2) State commission review.--A State cOmMmMSSion may pot ve su
m t;h:::: : Om:mhs after the date on which the local exchange camer received the requast Statement uniess such staicment complies wich s.ubsemmnm( dm)sof this m‘m" and“l usm
the regulations Lhereunder. Except as provided in Section 253, nothing in this ssction s
15) Refusal to negouate.~-The refusal of any other party to the negoliation to prokibit a Stawe commission from cstablishing or entorcing other requircments of State
participate further in the negouauons, 1o cooperate with the Stawe commussion in carmying out its  "eview of such statement. including reautnng comoliance with intrastate telecommunic

function as an arbitrator. or to coniinue (o negotiate in good faith in the presence, or with the service quality standards or requiremnents.

Jssistance. of the State comumussion shall be considered a failure to negouate in good faith. .
& 8 a4 13) Schedule for review.--The State comsmission 10 which a stalement is

1c) Standards for Arbjtration.--In resalving by arbitration under subsecuon (b) any open  Submitted shail. not later than 60 days afier the date of such submission--

issues and imposing conditicns upon the parties to the agreement. a State commission shail--
pasing p P e 1on § (A} complete the review of such statement under paragraph (2) (i

1) ensure that such resolution and conditions meet the requirements of Section  any reconsideration thereor), uniess the submirting carrier agrees o an extension of the |
151, inciuding the regulations prescribed by the Commussion pursuant to Section 251; such review: or

12) estabiish any rates for interconnecuion, services. or nefwork elements (B) permit such statement to take effect.

according to subsection (d); and . ) )
(4} Authority to continue review --Paragraph (3} shall not preclude the S

111 provide a schedule for implementation of the *erms and conditions by the commission from contnuing o review a statement that has been permitted to take effec
parties (o the agreement. subparagraph (B} of such paragraph or from approving of disapproving such statement u
paragraph (2.

1d) Pricing Siandards.--
. . 15) Duty to negotiate not affected.--The submission or approvai of a state
. +1) Interconnection and network element charges. - Determunations by a State | nger this subsection shall not relieve a Beil operating company of its duty to negotiate ¢
commyssion of the just and reasonabie rate for the terconnection of facilities and equpment for ang eonditions of an agreement under Section 251

purposes of subsecuon (cX(2) of Section 251. and the just and reasenable rate for network

eiements for purposes of subsection (¢)(3) of such section-- (g) Consolidatipn of State Proceedings.--Where not inconsistent with the require
_ this Act, a State commissicn may, (o the extent practical. consolidate proceedings under
tA) shall be-- 214{e), 251(f), 253, and this section in order to reduce administrative burdens en

relecommunications carriers. other paries 1o the proceedings, and the State comnussion

(i) based on the cost (determined without refetence 0 a e h
carrying out s responsibilities under this Act.

rae-i-return or other rate-based proceeding) of providing the interconnecton or network

¢lement (whichever is applicable), and » {h) Filing Required.--A State commission shail make a copy of each agreement 1

(i} nondiscominasory. and under subsection () and cach statement approved under subsection (f) available for publ

inspecnon and copying within 10 days after the agreement or statement is approved. The

commission may charge a reasonable and nondiscriminatory fee to the parties to the agrer

(2) Charges for transport and terminaton of traffic.-- to the party filing the statement to cover the costs of approving and filing such agreemeni
staremnent.

(B) rnay mciude a reasonabie profit.

{A) In general.--For the purposes of compliance by an incumbent Jocal
sxchange camer with Section 251(b)(5}, a State commussion shall not consider the terms and
conditions for reciprocal compensation to be just and reasanable uniess--

‘11 Availability to Other Telecommunications Carriers.--A local exchange carrier
rmake available any interconnection, service, or network elemem provided under an agres
approved under this section (o which it is a party 10 any other requesting t¢lecommunicati

1i) such terms and conditions provide for the mutual and reciprocai camer upon the same terms and conditions as those provided in the agreement.
recovery by each carnier of costs associated with the transpon and Iermination on each carrier's

network facilities of calls that originate on the network facilities of the other carrier; and {j} Definition of Incumbent Local Exchange Carrier.—~For porposes of this sectior

. term “incumbent local exchange carrier” has the meaning provided in Secrion 231(h).
(it) such terms and conditions determine such costs on the basis or
a reasonable approximanon of the additional costs of termunaung such calls.

(B) Rules of construction.--This paragraph shall not be construed--

(i) 10 preciude arrangements that afford the mutaj recovery of -
costs through the offsetting of reciprocal obligatians, including arrangements that waive muwmai
recovery (such as bill-and-keep arrangemenms); or

{ii) to authorize the Commrssion or any Stat¢ commussion to
eOgAge in any rare reguiation proceeding to establish with paruculacity the additional costs of
ing or terminating calls, or 10 regquire carmers © mantain records with respect 1o the
additional costs of such calls.



Title III - Provisions Relating to Radio

Part 1 - General Provisions

Section 332 [47 USC Section 332). Mobile Services
(¢) Regulatory Treatment of Mobile Services.
(1) Common Carrier Treatment of Commercial Mobile Services.

(A} A person engaged in the provision of service that is a commercial
mobile service shall, insofar as such person is so engaged, be treated as a common carrier for
purposes of this Act, except for such provisions of Title II as the Commussion may specify by
reguiation as inapplicable to that service or person. In prescribing or amending any such
regulation, the Commission may not specify any provision of Section 201, 202, or 208, and may
specify any other provision only if the Commission determines that--

(i) enforcement of such provision is not necessary in order 1o
ensurc that the charges, practices, classifications, or regulations for or in connection with that
service are just and reasonable and are not unjustly or unreasonably discriminatory;

{ii) enforcement of such provision is not necessary for the
protection of consumers: and

(1) specifying such provision is consistent with the public
interest.

(B) Upon reasonable reguest of any person providing commercial mobile
service, the Commission shall order a common carrier 1o establish physical connections with
such service pursuant to the provisions of Section 201 of this Act. Except to the extent that the
Commiussion is required to respond 1o such a request. this subparagraph shall not be constryed as
a limitation or expansion of the Commission's authority 10 order interconnection pursuant o this
Act,

(3) State Preemption. -- (A) Notwithstanding Sections 2(b) and 221(b), no State
or iocal government shall have any authority to regulate the entry of or the rates charged by any
commercial mobile service or any private mobile service, except that this paragraph shall not
prohibit a State from regulating the other terms and conditions of commercial mobile services.
Nothing in this subparagraph shall exempt providers of commercial mobile services (where such
services are a substitute for land line teiephone exchange service for a substantial portion of the
communications within such State) from requirements imposed by a Stale commission on all
providers of telecommunications services necessary to ensure the universal availability of
telecommunications service at affordable rates. Notwithstanding the first sentence of this
subparagraph, a State rnay petition the Commission for authority to regulate the rates for any
commercial mobile service and the Commission shall grant such petition if such State
demonstratas that--

(1) market conditions with respect to such services fail 1o protect
subscribers adeguately from unjust and unreasonable rates or rates that are unjustly or
unreasonably discriminatary; ot

(if) such market conditions exist and such service is a replacement
for land line telephone exchange service for a substantial portion of the telephone land line
exchange service within such State.

The Commission shail provide reasonable opportunity for public comment in response to such
petition, and shall, within 9 months after the date of its submission, grant or deny such petition.
If the Commussion grants such petition, the Commission shall authorize the State to exercise
under State law such authority cver rates, for such pertods of time, as the Commuission deems
necessary 1o ensure that such rates are just and reasonable and not unjustly or unreasonably
discriminarery.

(B) If a State has in effect on June 1, 1993, any regulation concerning the
rates for any commercial mobile service offered in such State on such date. such State may, no
later than | year after the date of enactment of the Omnibus Budget Reconciliation Act of 1993,
petition the Commission requesting that the State be authorized to continue exercising authority
over such rates. If a State files such a petition, the State's existing regulation shall,
notwithstanding subparagraph (A), remain in effect until the Commission compietes all action
{including any reconsideration) on such petition. The Camumission shall review such petition in
accordance with the procedures established in such subparagraph, shall complete ali action
(including any reconsideration) within twelve months after such petition is filed, and shall grant
such petition 1f the Stare satisfies the showing required under subparagraph (AXi) or (A)(ii). If
the Commussion grants such petition, the Commission shatl authorize the State to exercise under
State law such authority over rates, for such pertod of time, as the Commission deems necessary
to ensure that such raies are just and reasonable and not unjustly or unreasonably discriminatory.
After a reasonable period of time. as determined by the Commission, has elapsed from the
issuance of an order under subparagraph (A) or this subparagraph, any interested party may
petition the Commuisston for an order that the exercise of authonty by a State pursuant to such
subparagraph 15 no longer necessary to ensure that the rates for commercial mobile services are
just and reasonable and not unjustly or unreasonably discriminatory. The Commission shail
provide reasonable opportunity for public comment in response to such peution, and shall. within
9 months after the date of its submission, grant or deny such petition in whole or in part.



